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The Economic Effects of Rearmament 


The Foreign Policy Association (8 W. 40th St., New 
York) has issued a significant study of the economic 
results of rearmament in the different countries of the 
world as its October 1 issue of Foreign Policy Reports, 
“Economic Consequences of Rearmament,” by William 
T. Stone. Today, “virtually no government is operating 
on a balanced budget.” World expenditures for defense 
in 1937-38 were nearly five times those of 1932. The 
table below shows the defense expenditures of the world 
from 1932 to 1937-38. 


The expenditures of the seven great powers account 
for about 80 per cent of this enormous increase. During 
the ten years before the World War, the military expendi- 
tures of the same countries increased about 60 per cent. 
The striking feature of the present armaments race is 
“the extent to which it has interfered with normal eco- 
nomic trends and has already begun to transform the struc- 
ture of those states which have so far avoided the extreme 
forms of state control found under fascism and com- 
munism.” 


Germany in 1937 spent about 15 per cent of the 
national income on armaments while France spent 11 per 
cent, Great Britain 6.6 per cent and the United States 
1.4 per cent. Two weaknesses in German economy still 
exist in spite of Nazi efforts to overcome them: “the 
continued dependence of the Reich on foodstuffs and raw 
materials produced abroad” and the “lack of foreign ex- 
change with which to purchase such needed materials.” 
If the Nazi régime continues its policy of public spending 
it faces serious difficulties. “In order to increase the 
ability of the people to pay higher and higher taxes, the 
régime is compelled to find new enterprises which will 
yield higher wages and profits.” If it cannot, the result 
will be bankruptcy. 

Italian expenditures for armaments, it is estimated, will 
be 30.6 per cent of the total budget for the year 1938—a 
drop from 46.8 per cent in 1936. “By using its wide 
powers over industry and finance” the Italian government 
“has been able to control the direction of the flow of 
savings and to absorb an increasing proportion of the 
nation’s savings. It seems most unlikely, however, that 
the total revenue from taxes can be increased much fur- 


NATIONAL DEFENSE EXPENDITURES OF THE WORLD, 1932—1937-381 
(in millions of dollars) 


1932 1933 

North America? 699.0 $75.3 
United States ................ 677.8 540.3 
South and Central America...... 157.0 158.4 
253.5 5 
270.6 241.2 
Central Europe and Balkans®... 414.1 407.6 
Others (14 countries)* ........ 302.0 298.7 
Far East (6 countries).......... 469.7 538.3 


3,783.7 3,962.8 


This table represents only an approximate comparison between 
different countries as changes in currency value, internal pur- 
chasing power and governmental policies make accurate comparison 
impossible. Conversion rates are taken principally from United 
States Department of Commerce, Commerce Reports. 

In cases where the fiscal year does not coincide with the calendar 
year, the earlier date has been used in this table; e.g., 1931-1932 
is listed as 1931. : 

A number of totals from minor states could not be ascertained 
for this table. In such cases the figure for the preceding year has 
been arbitrarily repeated. In the case of China, no complete figures 
have been published since 1936. In 1936 figures for Spain are avail- 
able only for the first half of the year; this was doubled for the 
purposes of the table. Totals for Germany and Italy for 1934-1936 
represent unofficial estimates. 


1934 1935 1936 19971838 

a x. 
748.6 
710.0 9117 964.9 992 10657 
189.8 1813 179.1 181.0 190.0 
3,519.4 7,053.7 11,185.4 12,806.9 14,211.4 
480.6 3056 8469 16933 
5827 6238 834.4 092 10921 
3815 2,600.0 «3,600.08 400.08 
2637 778.1 9161 373.48 526.08 
10000 1,640 40024 50250 «5.40000 
4977 4967 438.8 472.4 500.0 
313.2 319.5 546.8 562.8 600.0 
5736 503;3 6067 «14314 
2719 296.2 3051 11298 17853 
1125 93.1 05:3 95:3 95:3 

139.2 1940 2063 206.3 206 
50314 87760 120760 15,4687 


This table includes 60 countries. A few minor countries, such 
as Saudi Arabia, Iraq, Afghanistan, and the expenditures of 
mandates and African colonies which do not appear in the budget 
of the mandatory or parent country have been omitted, due to 
lack of information. 

1Sources: League of Nations, Armaments Year Book, 1936, 
Geneva; official budgets and miscellaneous official papers, etc. 

2United States, Canada and Mexico. 

8 Albania, Austria, Bulgaria, Czechoslovakia, Greece, Hungary, 
Poland, Rumania, Turkey, Yugoslavia. 

* Belgium, Denmark, Estonia, Finland, the Irish Free State, 
Latvia, Lithuania, Luxemburg, the Netherlands and Netherlands 
Indies, Norway, Portugal, Spain, Sweden, Switzerland. 

5 Australia, India, New Zealand, Siam. 

6 Unofficial estimate. 
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ther.” In Italy, as in other countries, “feverish armament 
activity has not only stimulated production in heavy in- 
dustries but has also brought about a fundamental redis- 
tribution of industry. This transformation of the national 
economy has apparently been accompanied by a decline 
in the standard of living, for despite the rise in employ- 
ment, wages have remained fairly static and consumption 
of foodstuffs, including wheat flour, cereals, sugar and 
coffee, has declined.” The excess of imports over exports 
in Italian trade is very large, while the gold reserves of 
the Bank of Italy are now only 22 per cent of the total 
note circulation. 

In Japan appropriations for defense for 1938-39 are 
equal to 72 per cent of the total authorized expenditure 
and 46 per cent of the national income. While it is not 
likely that these amounts will actually be spent this year, 
war loans for the Special China Account up to June 15, 
1938, were almost equal to the total cost to Japan of the 
Russo-Japanese War. In March, 1938, the public debt 
was nearly equal to the national income. The heavy ad- 
verse balance of trade makes the financial situation still 
more serious. “Far-reaching” measures of economic 
control have been put into effect. 

In the Soviet Union, while income has nearly trebled 
in the last five years, the percentage devoted to national 
defense has increased from 5.7 per cent in 1934 to 22 
per cent in 1938. If such items as the cost of strategic 
railways, border guards, expenditures on defense indus- 
tries, etc., are added, the total cost “may be as much as 
40 per cent of state income from all sources.” It may be 
noted, however, that social and cultural expenditures have 
also been increased during the period under review. But 
there is still a lag between the production of heavy industry 
and that of consumers’ goods. For some important items 
of the latter there has been an actual drop in the amount 
produced. 

British expenditures for armaments for 1938-39 in- 
creased about 160 per cent over 1935-36. While large 
sums have been borrowed, taxes have been increased 
substantially. A group of British economists has pointed 
out that “the productive capacity of many industries, such 
as iron and steel, shipbuilding, and certain branches of 
engineering, is being expanded to a level which, apart 
from rearmament, would be greatly in excess of our 
requirements.” The economists fear that “when rearma- 
ment is at an end, we shall be confronted accordingly 
with a problem of industrial demobilization similar to that 
which arose after the war; and this problem will be 
the more difficult in that the industries in which redundant 
productive capacity is to be expected are largely the 
constructional industries which tend in any case to be 
the worst sufferers in an industrial depression.”? 

The French rearmament program has “dominated the 
economic and financial situation of the nation to an even 
greater extent.” Of the total expenditures authorized in 
the “ordinary” and “extraordinary” budgets one-third is 
spent on armaments; “one-third on civil administration, 
including public works; and one-third on pensions (civil 
and military) and the public debt.” The deficit is “due 
almost entirely to rearmament and public works.” ' 

In the United States, while public works and unem- 
ployment relief have been the chief factors in the govern- 
ment deficit, by 1940-41 defense will cost about 25 per 
ent of the total revenue from taxes at the present rate 
of spending. 

The report concludes that in every country the increased 
expenditure for armaments has “diverted capital and 


1“The Long-Term Budget Problem,” The Economist, June 11, 
1938, pp. 591-97. 
2 The Economist, June 11, 1938, p. 595. 


savings into non-productive state enterprises and forced 
the abnormal expansion of heavy industry to a point well 
beyond the requirements of peace time. . . . In the long 
run, if the present trend is not reversed, it threatens to 
lead to ruinous inflation or national bankruptcy. The 
consequences are already apparent in both the democracies 
and the dictatorships. . . . For the democracies, the ulti- 
mate cost of unlimited armament competition may be the 
loss of their free economies and the undermining of 
democracy itself.” 


“The Assumptions of Democracy” 


Professor Charles E. Merriam of the University of 
Chicago, in an article under the above caption in the 
current Political Science Quarterly (New York), presents 
an illuminating interpretation of the basis of political 
democracy. Such a discussion is especially timely since 
it is commonly heard that we are having too much democ- 
racy, or that we are, in America, now substituting “pure 
democracy” for “representative democracy,” and since 
skepticism concerning the validity of the democratic politi- 
cal ideal seems to be growing. 

Professor Merriam outlines five main assumptions as 
underlying democracy. The first is “the essential dignity 
of all men and the importance of protecting and cultivating 
personality primarily on a fraternal rather than on a differ- 
ential basis.” Democracy does not mean a — down 
so much as a “building up to a minimum level.” It does 
not make for the crushing out of talent but on the con- 
trary may place a high premium upon it and combat 
artificial limitations placed upon the individual. Further- 
more, this emphasis on the dignity of man is not on a “flat 
egalitarianism of all men, but on the equality within 
certain fields, such as equality before the law, equality 
in suffrage, equality in opportunity, in dignity, in basic 
minimum ways of life.” 

The second main assumption is that of “a constant 
trend in human affairs toward thé perfectibility of man- 
kind.” Here we have a frank avowal of the doctrine of 
progress not as something inevitable or automatic but 
as a possibility of individual and collective life. 

This and the preceding assumption must be recognized 
at once as of the essence of the Christian philosophy of 
life. The doctrines of the dignity of man and the signifi- 
cance of progress are being widely attacked today but in 
the form in which they are here presented it is difficult 
to avoid accepting them as assumptions of a Christian 
view of life. 

The third assumption is that “the gains of common- 
wealths are essentially mass gains and should be diffused 
through the mass by whom they were created as rapidly 
and as fairly as possible.” This places great stress upon 
the fact of community which is one of the most significant 
emphases in current social and religious thought. The 
position above stated means that while individuals con- 
tribute unequally to the general good, civilization itself 
is a “community enterprise.” 

The fourth assumption is “the desirability of popular 
control in the last analysis over basic questions of policy 
and direction, with recognized procedures for the formu- 
lation of such policies and their execution.” The statement, 
of course, calls for distinction between matters of funda- 
mental policy and administrative acts. Dr. Merriam points 
out that the “apostles of aristocracy” vigorously resist 
“mass judgment” in the determination of policy, yet this 
dependence upon the community as a whole is basic in 
democratic theory. “If it is difficult for the mass to deal 
fairly with the few, it must also be admitted that it is 
even more difficult for the few to deal fairly with the 
many.” 
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Finally, democracy assumes “confidence in the possi- 
bility of conscious social change, accomplished by consent 
rather than by violence.” When government was identified 
with tyranny, distrust of it was characteristic of the many 
who feared the denial of popular liberties: now this distrust 
is “more characteristic of the few who fear the encroach- 
ments of the many upon their special set of values.” 


An Economic Plebiscite 


The Council for Social Action of the Congregational 
and Christian Churches will conduct a plebiscite on eco- 
nomic questions among churches of that denomination on 
November 13. This was authorized by the National 
Council of the denomination. The main portion of the 
ballot reads as follows: 


TO THE VOTER: 


This Economic Plebiscite is not intended to create a denomina- 
tional position on the issues voted upon, but to give the individual 
churchman an opportunity to weigh and to express his Christian 
convictions on these urgent problems. Those who wish to qualify 
their answers are urged to write their comments on the reverse 
side of this ballot. Such comments will be useful in the tabulation 
and analysis of the vote in each church. 


Indicate what you consider your Christian obligation 
to be in connection with the following programs: 


(Check only one square after each question) 
No Christian 

Tssue 
To Favor To Oppose Involved 


1. Provision by government 
of jobs for those unable to [] C] C] 


find work in private employ. 


2. Use of federal measures 
to support agricultural 
prices. 


3. Organization of labor 
into national unions. 


4. The maintenance or in- 
crease of tariffs and other 
trade barriers. 


5. The further extension of 
public ownership of electric 
utilities. 

6. Organization of con- 
sumer cooperatives. 


7. The further social control 
of our economic system. 


Check the following: 


OOd oo 


Acs Group OccuPaTION 
Male 15-20 O Agricultural Housewife O 
Female O 21-35 O +Business Student Oo 


Employer 0 36-50 O White-collar Labor (skilled 
worker O and unskilled) O 
Slandover() Professional Unemployed 0 


Authority in Religious Education 


Two articles in the July-September issue of Religious 
Education dealing with the above subject are especially 
noteworthy. The first is by Isabel B. Wasson, president 
of the River Forest, Illinois, Council of Religious Educa- 
tion. Miss Wasson contrasts experiential religion with 
authoritarian religion thus: in the former God is found 
“in the very nature of man, in his seeking for goodness, 
truth and love”; in the latter God and man are as master 
and servant, king and subject or father and son. That is 
to say, deity becomes a person external to man’s life. It 
is in this externality and separateness of God that the 
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chief problem arises. In a striking passage Miss Wasson 
goes to the heart of the philosophic problem. “The point 
at issue lies in the meaning of ‘transcendent.’ The authori- 
tarian uses the term to convey an external power different 
and separate from man and manifest in him only at its 
behest. The experientialist uses the term to convey the 
realization not only of immanent power within man through 
creative living with others, but also the dynamic possibili- 
ties of that power which are not yet manifest.” 

Thus the meaning of the word “transcendent” is shown 
not to be inconsistent with empiricism. The author uses 
the word “experientialist” in place of the common “experi- 
mentalist.” The common use of the latter term in modern 
philosophy is often misleading. 

The second article is by Professor John L. Childs of 
Teachers College, Columbia University. He outlines the 
assumptions of a non-authoritarian philosophy of education 
as applicable in the field of religion. 

First is the conception of the unity of experience. The 
empirical position which Dr. Childs represents rejects 
“the traditional dualisms of man and nature, of mind and 
body, of spirit and flesh, of mechanism and purpose, of 
practice and theory, of means and ends, of utility and art, 
and of morals and the affairs of ordinary experience.” 

The second general assumption is that all knowledge 
is a product of experience. (This does not, of course, 
mean experience of the individual only in question but 
also cumulative collective experience.) Furthermore, Dr. 
Childs says, “An idea, or a proposition, or a principle, 
or a belief has intelligible meaning insofar and only 
insofar as it defines a possible practice or operation. These 
designated operations, moreover, must be sufficiently defi- 
nite to describe an act which can be undertaken in the 
natural order of everyday events. Propositions or doctrines 
which cannot be formulated so as to meet this test of 
experiment and practice are not significant ideas, they 
are verbalisms.” 

The third main assumption is that all education is 
character education. This is one of the main emphases 
in modern progressive education. The tendency is to put 
little stress upon formal, or what is commonly called 
direct, moral education and to depend upon the character 
concomitants of all educative experience. 

Dr. Childs, however, arrives at a very different conclu- 
sion from those who, rejecting authoritarianism, find no 
norms or guiding principles in the educative process. He 
rejects the proposal to eliminate all authoritative direction 
from education. The real issue, he says, “is not shall we 
have authority in education but what the nature of the 
authority is to be.” It is a devotion to a particular view 
of life, a particular kind of human society, which defines 
the norm in social education. “Many educators are be- 
ginning to suspect that there is something defective about 
an interpretation of the democratic conception which 
suggests that those who are its adherents should be 
neutral or indifferent to the fate of democratic societies.” 
This means that religious and moral education is more 
than an intellectual process. It means that values and 
attitudes and disposition must be developed along with 
the acquisition of knowledge and skill. 

Dr. Childs closes with this challenge: “To fo 
authoritarianism raises but does not in itself answer the 
question of authority in education.” 


“A Philosophy of Christian Rural Work” 


Dr. Frank W. Price, head of the Department on the 
Rural Church, Nanking Theological Seminary, contributes 
a paper under the above title for the Agricultural Missions 
Foundation, 156 Fifth Avenue, New York. (Mimeo- 
graphed Series No. 93). Dr. Price says that Christian 
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rural work very much needs a philosophy. Interest in 
rural reconstruction is evident over the entire world. 
Christian churches of many lands are becoming aware 
of their opportunity. “What should the church do that 
will be unique and fruitful and how should it do what it 
should do?” Christian workers, he holds, should not conceal 
their aim. “A group of Christians in rural work should 
manifest a distinctive spirit of a fellowship and a unique 
power because of their common religious faith and pur- 
se.” Other significant statements are these: 

“We should help to meet rural needs and take our 
part in rural reconstruction. . . . We should see village 
life as a whole. . . . We should attempt a limited program 
of high quality. . . . We should go into the villages and 
live among the people. . . . We should stress personal 
relationships and small group organizations. . . . We 
should make large use of local resources. . . . We should 
cooperate as much as possible with other agencies and 
groups. . . . We should constantly stress the moral basis 
= rural reconstruction. . . . We should build up the 
church.” 


Catholic Tests of a New Social Order 


The following is from The Yardstick, National Catholic 
Welfare Conference, of August 27: 

“Collectivism in almost all its forms means that every- 
body would work for the government. When the govern- 
ment employs everybody, then the government is judge, 
jailer and executioner and also the boss of the chance of 
everybody to work and to get a living. A judge-jailer, 
executioner-boss can do about anything. Yet a good 
many people are willing to die for such a future and even 
live for it. Why? 

“First, is our terrible injustice. We not only do not 
use the wealth for human welfare. Lots of the wealth we 
don’t use at all. The continuous insecurity of possible 
joblessness for nearly all becomes periodically the help- 
lessness of actual joblessness for millions on millions. 
Then when people have work, half of them don’t get 
enough to live right. 

“If people were all organized strongly enough to get 
a partnership in the control of the means of their work 
and living, which others may own, had the government 
on their side and wanted to do right, then they could gradu- 
ally and hopefully end the poverty, insecurity, unemplov- 
ment and disgraceful waste. They could tackle the prob- 
lem of ownership. It is here, that is, in whether labor will 
organize, whether employers will accept their offer or part- 
nership and labor will act on it and whether government 
helps, that is decided what kind of a present and future 
our earthly vestibule of heaven or hell enjoys or suffers. 

“Before Christ came, civilizations quietly decayed 
through mounting injustices. Then they were destroyed 
by barbarians. Now people do not give in; they know 
their native dignity and even when they do not accept 
Christ, Himself, believe that somehow in Him they have 
a great nobility. 

“Under farming and small industry when injustices went 
on unrelieved and became finally unbearable, people 
thought at once of splitting up property. Production was 
small or could be small; they could handle it as individ- 
uals. But now with so much industry and trade large, 
when people cannot control it for their own good and feel 
hopeless they often ask that the only thing that is bigger 
than their normal employer, the government, shall own 
everything—not only some big things, more of which the 
government should own, but all big things and all little 
things and everything. They become collectivists. 

“The center always is whether the propertyless working 
people will organize and, with the help of the government, 


will get a partnership with the propertied in control over 
the means of work and livelihood. Since this hasn’t hap- 
pened enough yet, some have become collectivists. If it 
doesn’t happen soon, an increasing number will lose hope 
and will look only to the government as their future em- 
ployer and future hope. Some way, they say, they’ll then 
control the government. So they’d leap gladly to complete 
governmental domination because a present darkness 
would be filled with such known abominations. It is up to 
us to stop any excuse for such a leap in the dark.” 


In the Current Magazines 
Asia (New York). October, 1938. 


Price, Willard. ‘The New Narcotic Peril.”—Europe formerly 
supplied the East with opiates. Today, these are coming from the 
Orient to Europe. Now, “the chief market of Oriental heroin is 
America.” And the “world source” is the areas in China directly 
or indirectly under Japanese control. Morphine factories have been 
established in these areas and poppy cultivation has been forced in 
Manchuria. In Chosen also poppy cultivation has been greatly 
expanded. It must be remembered that Japanese laws in Japan and 
Chosen against drug addicts or traffickers are severe. “But Japan 
has it clearly in mind that her heroin production is not for her own 
people but for Americans, Europeans and Chinese.” 


Survey Graphic (New York). October, 1938. 


Amidon, Beulah. “Labor at the Ballot-Box.’—“In this country, 
labor’s direct participation in politics is a factor that goes back 
only two years and that seems destined to wax rather than to 
wane in importance. It is rooted in labor’s conviction that unions 
must make use of government machinery if they are to achieve 
their goal of social-economic betterment for the workers. The 
coniusion brought into the picture by CIO-AF of L animosities, 
jealousies and struggle for power, and by communist propaganda 
and the fear of communist propaganda should not be permitted to 
blind us to the primary significance of the LNPL [Labor’s Non- 
partisan League] drive and the AF of L activity it has stimulated. 
For fundamentally this is a movement which, if it continues, will 
transform an economic organization of labor into effective political 
organizations responsible to labor and to closely related groups. 
Meanwhile it is an important element in defining the issue as 
between the right and left wings of the major political parties, 
and clearing the way for new and more logical alignments in the 
whole political scene.” 1 

Feller, A. H. “Administrative Justice.’-—For some years there 
has been a decided trend toward “administrative legislation” and 
“administrative justice,” carried on by quasi-judicial government 
agencies working in special fields. They are “the subject of spirited 
controversy.” Those who believe that “on the whole these agencies 
are doing an excellent job” point to the fact that, in spite of all 
the criticism, the National Labor Relations Board has “an excep- 
tional record in the courts.” The agencies “represent an organic 
growth. ... These agencies came into being because it was hoped 
that they would be more expert and more expeditious than the 
courts. They can remain more expert only if the personnel is 
competent. There is little that legislation can do about this. 
Legislation and administrative reorganization can render them 
more expeditious. It can also slow them up so seriously as to 
render them useless.” In any case, it is certain that we shall 
“continue to have more rather than less administrative justice. .. . 
Governmental regulation and administrative justice must accompany 
each other.” 


America (New York). September 24, 1938. 


Editorial—Excerpts from Hitler’s speech at Nuremberg are 
presented with “Nazi” substituted for “Czechs” and “Jews” for 
“Sudetens.” Thus revised, it reads as follows: “These Jews too 
are creatures of God. . .. He has not created Nazis to supervise 
Jews or act as guardians for them and still less to do them 
violence and torture. . . . Economically these Jews were deliber- 
ately ruined and afterwards handed over to a slow process of 
extermination. . . . The misery of the Jews is without end. The 
Nazis want to annihilate them. They are being oppressed in an 
inhuman and intolerable manner. When Jews are not allowed to 
sing any song that the Nazis do not like because it does not please 
the Nazis or are brutally struck . . . and are terrorized or mal- 
treated . . . and when they are pursued like wild beasts . . . this 
is not a matter of indifference to us! And I say if these tortured 
creatures cannot obtain rights and assistance by themselves, they 
can obtain both from us. An end must be made of depriving these 
people of their rights!” America comments: “The reader will 
note that, by the mere substitution of one name for another, 
Hitler is made to sound very much like the Pope!” 


Printed in U.S.A 
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